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ir is so long since the public gave serious thought to 
our fiscal policy that no apology is needed for restating 
the case for Free-trade in its simplest terms, and illus- 
underlying principles of foreign trade by the 
The arguments for Free- 
wade as contrasted with the policy of Trade Restriction 
are partly economic and partly political, and may be sum- 


trating the 
facts of recent experience. 


marised under these heads :— 


SUMMARY OF THE CASE. 


ECONOMIC, 

Foreign trade is the exchange of goods (or services) 
which a nation is better fitted to produce for those which 
tcannot produce so efficiently. It is, in effect, the result 
i international division of labour, analogous to division 
ovetrgt between individuals. It leads to a greatly in- 

reased production, and is a benefit to both parties 


This exchange cannot be one-sided—that 1s to say, 
exports cannot continue without corresponding imports 
xcept a loan, in which case the imports will come 


iter, % hi n the interest has to be paid. 


Great Briluin lives by exchange to a greater extent 
than any other great country. Normally, 30 per cent. 
m value of the goods and services produced in Greal 
Britain are exported in exchange for imports. Indeed, 
the physical resources of these islands could not main- 
lain a pe een of 47 millions in any other way. 


Exports include not only merchandise, but also the 
work of the British mercantile marine, while the commer- 
cul activities of London are also among the most im- 
bortant of our exports, by means of which we buy our 
necessary | sports. The prosperity of these activities de- 
pends now, as it has always depended, upon the main- 
tenance of free markets. 


lo restrict imporis means curtailing the ability of our 
“tomers overseas to purchase our goods and services. 
‘' would compel capital, enterprise, and labour now en- 
kaged in export business to try to find occupation in 
‘upplying the home market. Particular trades might 
“tent, but the total production of the country would be 
“iminished, employment as a whole reduced, and the 
fandard of living lowered. 

The bol cy 


: of Trade Restriction is therefore a policy of 
impo 


verishment. Under Free-trade, in spite of all the 
Uthicy) ‘ > 

ullies of the times, the standard of living in Great 
Brit ain is 7 


the highest in Europe. 


Tr 
‘lese arguments are not’ rendered invalid by the dis- 
turh . . ° é 

ances ae from the war. Events show :— 


That we have more than maintained our normal 
Nive of #} 


ine aa Ss overseas commerce by the com- 
' wness of our cost of living (which has 
navled us ir reduce the real costs of production). 

P That th ough the depreciation of currencies may 
— a disturbing effect on prices, and moment- 


a) 
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The Case of Agriculture 
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arily stimulate a country’s exports, 
soon rise and the advantage 
appears. 


The tragedy of unemployment, however, remains, in 
consequence of the reduced volume of world trade and 
the small volume of commerce sailing the seas. This 
particularly affects shipping and_ shipbuilding. The 
grealer part of unemployment is in export trades or those 


dependent upon shipping. 


This, so far from being cured, would be aggravated by 
a restriction of imports. It is obviously impossible to 
transfer Labour and Capital from these trades to others 
wired a great loss of efficiency, fixed capital, acquired 
skill, &c. We cannot mend the troubles of Lancashire 
by festa ring the home output of lace, silks, cinema films, 
or even fine chemicals, 


internal prices 
in selling abroad dis- 


POLITICAL. 


Imperial Preference is not of practical importance as a 
remedy for unemployment. The duties at present pro- 
posed by the Government are on unimportant com- 
modities, and it is therefore idle to imagine that the 
scheme can cause a great expansion of Dominion markets 
for the benefit of Great Britain. 


This Supplement can be obtained in pamphlet 
form from ‘‘ The Economist” office, 3 Arundel 
Street, Strand. Price 3d. 


Terms for Quantities by Arrangement. 
(Ready Wednesday, November 21st.) 





It is equally idle to suppose that the Dominions are pre- 
pared to see an enormous increase in their purchases of 
British manufactures. On the contrary, their tariffs are 
designed to create their own home industries. British 
goods have a preference in the colonies, it is true, but this 
means that while British goods pay, say, a 20 per cent. 
duty, others pay a 30 per cent. duty. The recent changes 
of colonial tariffs, even after allowing for the prefer- 
ences granted, have meant a rising duty on British goods, 
In view of the determination of the Dominions to estab- 
lish their own industries, the idea of ‘‘ Free Trade Within 
the Empire ’’ is outside the sphere of practical politics. 

Recent statistics show that, in spite of these preferences, 
our exports to the Dominions remain the same proportion 
of our total export trade as in the decade before the war. 
On the other hand, the Dominions have been supplying us 
with an increasing proportion of our total imports. 


The argument that while it is a good thing to have 
Free-trade, we can only attain it by putting on a tariff 
fo use as a weapon to push down other people’s tariffs is 
belied by history. The raising of tariffs provokes yet 
another layer of bricks on the tariff walls of neighbouring 
countries, and frequently leads to tariff wars. The history 


Koa? 


ofa ab 


IIT iit i a 




















Ot a se ee 


Py 


fe 
: 
i 
a 





ean) 


Reet Sean: tanta daa, hain dhelliaat eel 


bee ees 


re 


z 
Ce 


idk eee En eee 


7 


» 
etveey 


peeves 


eames Pe 
“ 








2 THE EGONOMIST FREE-TRADE SUPPLEMENT. 


of the last 30 or 40 years shows that we have been at least 
as successful as Protectionist countnes m securing 
favourable terms for the entry of our goods. 


A more hopeful method of lowering tariff walls is to use 
cur diplomatic and financial position to encourage greater 
freedom of commerce in Europe, and to continue to serve 
us the chief inspiration of those sections of opinion abroad 
which are constantly striving, sometimes successfully, 
sometimes unsuccessfully, to modify the restrictive policies 
of their respective countries. 

Indeed, it is only possible to develop a policy of political 
co-operation between nations if there is some degree of 
economic co-operation. Free Trade in economic affairs 
is the counterpart of the work of the League of Nations 
in political matters. They stand as a joint policy against 
the alternatives of Protection, competition im armaments, 
and aggressive nationalism. 


These points are expanded and illustrated in the follow- 


ing pages. 
EE A NS TN 





THE BANKERS’ MANIFESTO. 
One of the best short summaries of the general case for 
Free Trade is to be found in the appeal of the great 
bankers of the City of London, issued in May, 1921. It 
reads as follows :— 

‘A hundred years ago, in a time of depression follow- 
ing a great war, the merchants of Lendon presented to 
Parliament a memorable petition against the ‘ anti-com- 
mercial principles ’ of the restrictive system then in force. 
To-day, moved by the same anxieties, weighed down by 
far heavier taxation, and face to face with proposals in- 
tended to renew the restrictive methods of the past, we 
submit that it is essential to the revival of confidence that 
no legislative or administrative measures should be taken 
which would diminish the total output of British industry 
or check the free exchange of British goods. 

‘*The burden of taxation can only be lightened if the 
necessity for public economy is resolutely faced. The 
present rate of national expenditure threatens to cripple 
the country’s resources and to impair its credit abroad. 
In our judgment, it is more than the commercial com- 
munity can bear, more than the capacity of the nation can 
afford, more than, were proper economies effected, the 
nation need be asked to sustain. 

** The 


licences, 


system of Government 


regulating 
departmental orders has, 
admittedly, however well intended, had in many cases 
unfortunate results. Political interference with the natural 
course of commerce without regard to economic laws 
invariably does mischiel. British trade needs nothing so 
much for its recovery as freedom to deal with its own 
difficulties, to study and provide for its own interests, and 
to work out its own salvation. 


trade by 
controls, and 


“It is as true as it was a hundred years ago that 
foreign commerce conduces to the wealth and prosperity 
of a country by enabling it to import the commodities 
which other countries are best able to supply, and to 
export in payment those articles which from its own 
situation it is best adapted to produce : that freedom from 
restraint is calculated to give the utmost extension to 
foreign trade and the best direction to capital and in- 
dustry: and that the maxim of buying in the cheapest 
market and selling in the dearest, which regulates every 
merchant in his individual dealings, is the best rule for 
the trade of the whole nation. 


‘ The policy of trying to exclude the productions of 
other countries, with the well-meant design of encourag- 
ing our own, cannot increase the volume of commerce 
or the total volume of employment here. Buc it may 
well compel the consumers, who form the bulk of our 
population, to submit to privations in the quality or 
quantity of the goods they buy. The importation of 
foreign goods does not diminish the activities of our 
people, because such goods can only be paid for by the 


ee 
————— 


Mor. , 
Ig2; 

produce of British capital and labour. The ady 

a restrictive system are too apt to | OCates of 


: Ose gs) 
elementary fact that nations, or rather individ Of the 
of nations, buy foreign goods because th member, 


not to benefit others, but to benefit homed them, 
for them by producing goods which the fore; ng a) 
turn requires. We cannot limit imports into this, == 
without limiting our export trade, and strikin — 
blow at the world-wide commerce on which - rave 
kingdom principally depends. 'S island 

‘“ Trade is exchange. No nation which liye 
with others can prosper unless other nations 
We hold to-day great stocks of goods. 
to manufacture more. There is a large and insistent 4, 
mand for them abroad. But owing to the cea 
Continental commerce—due in part to the sa 
barriers which the new States have set up between th _ 
selves—the would-be buyers of our goods have ae 
means to pay for what they want. We have to build 1p 
the market that we need by encouraging Continenrs 
nations to export to us. For it is only by €Xports that 
they can re-establish their credit and provide funds {y, 
the payment of their debts. In such a situation we believe 
that all expedients to control and hamper imports into qh), 
country, whether by licences, tariffs, or any other means 
can only retard improvement in the Continental exchange 


S by trading 


Prosper too, 
We are ready 


gts 
and prevent the natural recovery of trade. — Legislatio: 
of this nature, while it may increase the profits of a {ey 


selected industries, cannot fail to check our output as , 
whole, and to increase the costs of production to a Jey 
which may make it increasingly difficult for British traders 
to compete successfully with others in the markets of the 
world. 

“ With party or political considerations we, as bankers, 
are not concerned. But in the interests of British indystn 
and commerce, now menaced by anxieties which it would 
be a profound mistake to underrate, we desire to enter ; 
respectful protest against every restrictive regulation of 
trade which tends to diminish the resources of the State 

C. S. Appts. R. M. KINpDERSLEY. 

AVEBURY. H. S. Kine. 

Henry Bett. Water Lear. 

R. H. BRANb. James Leicu-Woon. 

Ek. C. Brown. F.C. Le Marcnasz, 

CHALMERS. R. McKenna. 

L. E. CHALMERS. ALGERNOWN H. Mus. 

.. CURRIE. Epwarp Patt. 

F. C., GoopENnouGHu. J. Beaumont Pease. 
H. C. Hamsro. FELIX SCHUSTER. 
R. M. Hoiianp-MarrIN. J. Hope Simpsox. 
INCHCAPE. J. H. Trirtoy. 

Fk. Hutu JACKSON. R. V. Vassar-SMiti. 
‘* London, May rath, 1921.”’ 


oe 


The signatories make an imposing array ol the most 
weighty names in the City. In view of the fact that some 
among the leaders of the present tariff campaign p* 
nounced tariffs to be “ madness ’’ only last year, but 
changed their minds in the last twelve months, we 
taken steps to ascertain whether the signatories 0! 
Free Trade Appeal still adhere to the opinions therein & 
pressed. Two of them have died since 192! and some @ 
temporarily absent from London, and the very ment a 
available since immediate dissolution was announced - 
made it impossible for us to get in touch with all _ 
remainder. But the Right Hon. R. McKenna re 
our inquiry by saying :—‘‘ I do not withdraw. at b 
Trade case as stated there has not changed.” Lord a 
cape, Mr Henry Bell, and the Hon. R. H. Bran¢ ahs 
affirm their signatures to-day; Sir Charles Adé's Ve 
reaffirms, and adds ‘‘ more now than in 191. 


Beaumont Pease adheres to the general oe 
of the Manifesto. We have no doubt - a 
reaffirmations are representative ol the . rf 
attitude not only of the signatories, Cit 
great majority of the commercial community of t hs at 


London. This bankers’ appeal was three a jengt” 
specifically endorsed in a manifesto signed by Se gens 
and comprehensive list of business men and — a indu 
including names represortotive of the great staph nd 


: ek a = 
iries—cotten, wel and ctor textiles, coal, 


“gh , . " - . chemit¢ ., 
teel, machinery and eneincering, shit ne export 
buildin rail avs. shin ine, and my ort « 
Gor, 3 5 > 
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HOW IMPORTS PAY FOR EXPORTS. 


Tus manifesto is based on the axiom that every 
export must be paid for by an import, unless 
r . 

. takes the form of a loan, and even that must 


cad to compensating imports later on. But this balance 
is struck not merely by goods, but by all services 
which we do for customers overseas, including the use of 
our capital. This fact is illustrated for our own country 
, the following statement of the real trade balance of 
the United Kingdom for last year. The figures in it are 
chose compiled by the Board of Trade. A similar computa- 
‘ion made by the Economist last February showed results 
Jightly less favourable to this country, but in presenting 
our case throughout this supplement we have decided to 


-ely entirely upon official figures :— 
The NationaL TRADE Batance-SHEEt, 1922. 
Imports. Exports. 
Million £. Million &. 


Bulli n seer eee eee eeeeeeseeeerens 34 eeee 58 
E Merchandise eee meee eee eee ee eee 1,008 eerve 824 
; Interest on investments .......... *25 


es 200 

a Shipping Payments ........eeeeee a sees 140 
Commissions ¢ (iitmine tAbehowe er Gein 30 
Balance of miscellaneous services. . uae 10 


Available for investment abroad .. 155 





1,262 .... 1,262 

* Interest payments on debt to U.S.A. 

+ Earned abroad by bankers, brokers, insurance companies, &c. 
Some of these items may be puzzling to the layman. In 
the third line, ** interest on investments,’’ the £25 millions 
entered on the import side represent interest payments 

the British debt to the United States, while 
millions entered under exports is the 
ficial estimate of the income derived from British invest- 
ments in Overseas countries. The item shipping payments 
also calls for explanation. The gross earnings of British 
shipping for 1922 is officially estimated at £7140 millions. 
But certain deductions and additions have to be made to 
that figure. The cost of bunkers and stores purchased 

‘broad, and other disbursements at foreign ports, have to 
« deducted, while similar payments in our home ports 

account of foreign shipping have to be added, before 
amount entering into the international balance of 
trade can be determined. On this account a sum of £30 
ons Is placed in the import column, as against the 
‘oss shipping earnings of £140 millions. The 


"mms 
OMMISSION 


4.200 
~~ 


entry 
’* denotes the earnings of bankers, brokers, 
‘ompanies, &c., in transactions abroad. The 
result of the balance-sheet is that our year’s trade 
“tus with £155 millions available for investment abroad, 
> compared with an official estimate of £138 millions 
“1907, £153 millions in 1g10, and £:181 millions in 1913. 
lhe improvement in the volume of trade and the greater 
‘uvity of shipping, to which reference is made elsewhere, 
ad to the expectation that the balance figure for 1923 
i Ue raecr 


~ 


SUT ATIC 








RAW PRODUCE FOR MANUFACTURES. 


THE greater part of our imports of merchandise consists 


food and raw material; and even the goods classed 
by the Board of Trade as manufactures contain many that 
© Hie raw material of other industries. Indeed, in the 
'S“es lor 1923, though it appears that the imports 
: ay at home amounted to 4191 millions in the first ro 

/y “iere are included nearly £714 millions of copper, 
in in blocks, and zinc (which are manufactured 


p Pig-lead, t 


5 sense of having been smelted from their respective 
= Ores >! ooee ° 9° 
Bor. 4&3; millions for undressed hides, and £26 millions 
as. os ‘ubricating oil, turpentine, &c. A close dissec- 
hs vi the returns would show that these instances could 
=  multiniie e: 
© specif ‘pied. But, taking only the goods that we have 
a } Meally B “ ° 
eo ‘tly mentioned, and transferring these to the class 
by” ‘ Tay mat on : e 
a “4 naterials, we get the following statement of the 
E oe of net imports and exports in the first ten 
. OS of this year :-— 
Trane Sraristics for 1923 to Date. 

Food Net Imports. Exports. 

Coa] °SS8 OGed Coos Oe ec eS OOveose eens 3978 eeee 35°2 

Otha. we Nie Tt tee e wearers eeease * sree 84:5 

Se ne UE sisrannanencn TE. onsn,, sme 

be rufactures ....... 148-7 482-6 
This tab! vegeheescsebe eke 


the * eerie: Which shows the same sort of proportions as 
».  sules for any other period that might be taken, 


Tings Out cleat ° e : . 
sew Clearly that while there is a certain interchange 
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of manufactures, our essential food and raw material 
imports are mainly paid for by exports of coal and 
British manufactures, the balance being covered by the 
carnings of our commerce and mercantile marine. 








IMPORTANCE OF BRITAIN’S EXPORTS. 


Tuts dependence on exports and on shipping for essen- 
tial food and materials, is the outstanding fact of British 
economic life. Its extent is without parallel among the 
great nations of the world—indeed, as unique as is the 
density of our population per square mile of territory. Its 
significance, however, is not apparent from the figures 
given, and we have therefore invited Dr Bowley to make 
an examination of the relation between British exports 


and the total national income. It is, of course, 
obvious that most people are engaged in what 
may broadly be described as ‘‘ home _ occupa- 


tions.’* But Dr Bowley’s estimate given in the pages 
of this week's Economist indicates that in 1913 ‘* £600 
millions income (30 per cent. of the aggregate of home- 
produced income) depended directly or indirectly on 
foreign trade.’’ To-day the estimate is lower, the pro- 
portion being not much more than 25 per cent. 

Looking at the question from another angle, the same 
investigator concludes that in 1913 rather more than 
half the expenditure of the average working-class family 
on food was spent on imported food—though, as part cf 
the cost consisted of handling and transport on this sitic, 
the proportion of expenditure which went to importe: 
food *‘ at port of arrival’’ was 36 per cent. of the totai 
The figure for the present vear is down to about 30 
per cent. 

Even these percentages, however, do not tell the whoie 
story. With so large a proportion of the national income 
carned by foreign trade, a check to these activities reacts 
throughout the whole economic system, for the loss of 
income—which means loss of consuming power—by this 
great section of the community spreads its influence like 
the ripples in a pond throughout the home industries of 
the country. Unfortunately, a stimulus—artiticial or 
otherwise—to these home trades cannot set the export 
industries going again. This can only be done by a 
recovery of exports, which, in turn, can only be achieved 
(a) by the revival of buying power on the part of our 
customers abroad, and (b) economical production on our 
part, which will enable us to secure an adequate propor- 
tion of the available trade. 

The folly of supposing that any such substantial transfer 
could take place is evident, not merely from general figures, 
but from consideration of any of these main trades which 
constitute our main resources of purchasing power abroad. 
Thus in the case of cotton it was estimated that before 
the war 80 per cent. of the cloth produced by Lancashire 
was exported and 20 per cent. consumed at home. Pro- 
duction is now somewhere about 65 per cent. of machine 
capacity, and with home consumption not much 
changed as compared with ten years ago, the proportion 
sold in this country may have risen to 30 per cent. of 
the present restricted output, which still leaves 70 per 
cent. of present production for export. 

Again, in the case of iron and steel, about one-half the 
production of the country is directly exported. About one- 
half the remainder is used in machinery, ships, and various 
other articles which are themselves exported. Thus some 
75 per cent. of the output goes abroad, directly or 
indirectly. 

Or again, if we take the coal trade, which has to supply 
all our varied domestic needs for warmth, light, and 
power out of a production which is at present at the 
rate of 276,000,000 tons a year, 100,000,000 tons 1S ex- 
ported (including coal used in ships’ bunkers); but a 
further 40,000,000 tons of the amount consumed at home 
is used by the iron and steel industry, which, as we have 
seen, exported 75 per cent. of its produce. A large pro- 
portion of the remainder is for other industries engaged 
in export, while actual domestic consumption accounts 
for about 40,000,000 tons. It is perfectly evident that the 
minor industries which might be fostered by a tariff could 
not possibly provide for the coal trade an alternative 
market to the main coal-using industries dependent upon 


export. oe ; 3 
Finally there remains the case of shipping, which, as we 
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have shown, contributed last year £, 110,000,000 net to the 
national income. It is clear that if every country in the 
world were to follow the principle of making itself self- 
supporting by a policy of trade restriction our shipping 
would disappear. British ship-owners have always re- 
cognised that their welfare depends upon the exchange of 
goods between nations being as large as possible. In a 
recent memorial by the Chamber of Shipping in connection 
with the Colonial Conference, it was pointed out that even 
though a preference be given, the fact that the colonies 
retain tariffs against us reduces our commerce with them, 
and if we impose duties for whatever purpose it also will 
limit the amount of goods to be carried at sea. More- 
over, to the ship-owning community the carriage of coal 
is of the utmost importance, but this is not to any con- 
siderable extent sold to the dominions. ‘‘ So long as the 
tariff policy of the Dominions is based on the protection 
of their home industries, neither our purchasing power 
nor the total volume of our inward cargoes could be in- 
creased by the preference we gave; whilst, on the other 
hand, the difficulty of selling our coal, which forms 86 
per cent. of our outward cargoes, would be increased to 
the extent to which we ceased to accept in exchange food 
and raw materials from the countries which were ready 
and willing to buy our coal. 





IMPORTS AND UNEMPLOYMENT. 


Tue Prime Minister, however, ignoring the teaching of 
economic science, the opinion of the leaders of the business 
world, and the evidence of facts that imports are the 
means by which our customers pay for our exports, be- 
lieves that unemployment can be cured by restricting 
imports. It is. therefore, relevant to analyse our imports. 
and to see what connection they have with unemployment. 
In order to avoid the appearance of arguing from ancient 
history, we have taken the latest available figures—those 
for the first ten months of 1923, and set them class by class 
with their corresponding exports, those classes in which 
we import more than we export being printed in italics :— 
Imports and Exports of ARTICLES ‘‘ MaInLy or WHOLLY 
MANUFACTURED,”’ January to October, 1923. 


Imports 
(Less Re-exports). Exports. 
Min. &. Min. £, 

a ee eecsecsesers eeee ee eresce 83 
I ins i aang elamniete os 7, eee CC, 
Iron and steel ........ raetsebens SED enceos tee 
Non-ferrous metals ........ — ore wsveee 12-2 
Cutlery .....00. soseoeueee oeecs we paseve 61 
Electrical goods ...cccccccccececs | _=- 69 
Machinery ...... eT ee oe steese. Gee 
Wood and Ee eerece 385 ee 15 
SPUNOE DUNES cs decnne veces eve veces “SD Sesve . 1489 
Woollen goods .......... soocesce (BG scccee BR 
Silk goods eecce ecccecccccoesseces 13°8 ercece 17 
PC aceccsesneccescecnss  caccee In 
Apparel .cccccccccscccsceces cece EEO coocse GS 
DN citctesivssiwkae cesses. SPE cocess S46 
Oe ae ee mone oo oe saecee 57 
Leather and manufactures ...+4.+. S87 seeees 47 
Us GD aoccvstncecsescens coce JOT ccccce 71 
Vehicles ...... euheakee sehen s oases ee 
Rubber manufactures .......... De ‘aveses 4-4 
Miscellaneous .......0.c00. i 194 , o 22 

ere ebadatee’ 1911 ...... 4826 


There are 14 groups in which exports exceed imports, the 
exports amounting to 4.450 millions, against imports of 
£107 millions. The classes are coke, earthenware, glass, 
Xc., iron and steel and manufactures, cutlery, electrical 
goods, machinery, cotton and woollen goods, other textiles, 
apparel, chemicals, vehicles, rubber manufactures, and 
miscellaneous manufactures. To this list we must add 
coal and shipping as industries mainly or entirely depen- 
dent upon export. In the six groups in which imports pre- 
dominate, the figures are, exports £32.8 millions, and 
imports £,53.8 millions. But as already pointed out, the 
latter figures include 413.8 millions in respect of non- 
ferrous metals in a non-fabricated condition, and £27 
millions in respect of oils, &c., which we cannot produce 
at home. The seven groups are non-ferrous metals, wood 
and timber, silk goods, oils, fats, &e. Leather and manu- 
factures thereof, and paper and cardboard. These figures 


Nov. 1. 
192; 
may be compared with the numbers re ae 
ployed. The Ministry of Labour’s schedule ie a as ‘unem. 
comparable with that of the trade figures — entire) 
arranged the figures in a number of groups w< have 
roughly corresponds with the trades which are © firs, 


export trades; the second is a group of me, 
industries ; a third corresponds with trades jp which ws 
ere 


is a preponderance of imports, while t! 
cult to classify. 


Noempgrs UNEMPLOYED at the Enp of Sepreup 
Trades in which there is a 
Preponderance of Exports. 

Shipbuilding and ship re- Building ......... 

pairing ......se+e++.+. 117,778) Public works, &e. .""*” 84 892 
Coal mining .......... 38,933] Hotel, &c., services °°" 6M 
Iron and steel........ +» _83,810) Commercial, &......"" 27,573 
Engineering .......... 162,810) Rail and road transport 7,028 


Electrical trades ...... 8,504) Canals, docks, and a 38.003 


ie fourth are diff. 


zn, 1923, 
Home 
Industries. 


, Sante Orage — 49.507 
Cutlerv..... seseeeeeees 11,165) Printing and publish; 
Cotton ........++ee00+- 115,879) Bread and biscuit making 
Woollen ......+++.e+e+ 30,156) Distribution trades ...° 7 
Other textiles ........0. 7 ag 


65,482 Government .....,, eee 3454 
Chemicals ....++.+-++- | 11,655/ Gas, water, &c. .....,.. 119% 
Rubber......++++ee0+++ 7,638) Professional and enter. 


Earthenware, glass, &c... 23,149) tainment..........., 11a 


Shipping service........ 21,378 
698,337 | 395.01 
Trades in which there is a Preponderance of Imports. 
en ow occa ae 3u 


MND sc ccceesescncescvcesesccescs 20,951 
REM cece cceweesesesceseoeceescoses 3,586 
Olle, grenee, Bl. scccesccccccccsccccccccces 6,571 
LARERSE BOOES cc coccvccccccoccecccess 
PRE Mi nnbn60bnsnk0seeneseeenenns 


aes 7,938 
veces 9,405 


ee 


83.762 


—_ 


Total unemployed .escceceseseeesses 1,344,667 


Thus, other trades account for a balance of 167,550 unem. 
ployed, including motor vehicle and aircraft construction, 
23,062, tailoring, dressmaking, &c., 57,574, tobacco and 
cigarette manufacture, 3,074, food and drink industries, 
25,486. 

The classification we have made is admittedly a rough 
one. But unemployment in the trades in the first group 
is overwhelmingly due to the lack of foreign markets, and 
not to foreign competition, and there is no prospect of 
improving employment by enlarging the demand at bom 
Professor Bowley, in the Economist of November 17%, 
asserts that ‘‘ nearly half the existing unemployment my 
be attributed directly to failure of exports.’’ On the other 
hand, the existence of bad trade in these branches mean 
reduced demand in what may properly be called intema 
occupations, which are equally not subject to the influent 
of foreign competition. The general conclusion is pla 
A reduction in unemployment can only be achieved by & 
expansion in the export trades. Our exports can only ® 
expanded by encouraging our customers to send us go 
in payment for them. At present the volume of imports 
much below the pre-war level, and the imposition of - 
can obviously only work in the direction of checking 
inflow of goods, thereby definitely killing all hope ® 


as we have shown, the employment position so ee 
depends. Our trouble is that we have not enoug 
imports. 
No Free-trader will deny that Protection may beneht ' 
particular trade. But this benefit is obtained only so long 
as the Protection is not applied all round, and 1s of 
secured at the expense of the nation as a whole. 
controversy between the two fiscal systems is 1 sat 
between those who see no farther than the immed 
interest of the particular section they are considering, 
those who are primarily concerned with the gene tthe 
being. The case is well illustrated by the example ‘tink 
British motoring industry to-day. Many seem © ©, 
that this is an example of successful bee gor 
simple fact is that motoring would be substantially ea 
if the duty on cars were removed, and though t th 
makers would have very severe competition to a pit 
great strides that have been made since the ae 
ing large scale methods to the motor industry z 
leading firms should enable them to hold their o- . 
But this is only a part of the argument. — ot made 
larisation of the motor car in recent years 24° 
nearly such strides in Great Britain as ! 


improving the volume of our export trade, from which, 
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s, notably in the United States and Canada, where 
has been cheapened not by Protection, but by 

With a 
car costing £60, and petrol at sevenpence a gallon, out- 
side of large American factories you will see vast parks, 
aot of bicycles, but of workers _ Cars. As motoring is 
cheapened in Great Britain, a similar development wil! 
occur, and even if no cars were originally built here, the 
volume of employment in looking after and repairing the 
rs and in developing our roads would be immense. 
“No manufacturer enjoys competition, but in economics, 
in nature, efficiency and strength follow from com- 
setition and the struggle for existence. Under the stress 
of competition, those who make goods for sale have to use 
their best wits and energy to turn them out good and 
cheap. Restrict competition, and we invite them to be 
less keen and efficient. The proof of the pudding is 
already to be tasted in the eating. Dyes are protected by 
the wisdom of our rulers, and ladies complain that the 
dve of their gloves comes off on to their hands. The 
writer of these lines owns a hat with a band that was 
black when he bought it, but after a week or two’s wear 
was decorated with a wavy edging of dirty white. The 
shopkeeper who sold it, when this uncovenanted benefit 
was pointed out to him, expressed regret politely, and ex- 
plained that it was due to the use of British dye. No one 
believes that our dye makers could not, if they liked, pro- 
duce a dye that would stand weather; but being comfort- 
ably esconced behind a wall of Protection they naturally, 
human nature being what it is, sell us stufr that we would 
not have been seen out in when we enjoyed the blessings 
of Free Trade. Perhaps Mr Baldwin hopes to cure un- 
employment by making us buy a new hat every week, but 
this expensive system seems likely to check our demand 
for other kinds of goods. Under Protection we are 
treated to bad and slovenly workmanship, offered at most 
unattractive prices, and we can take it or leave it. In 
Free Trade days the best goods of all countries came to 
the English market, and British producers sold the best 
that they could produce. 


countrie 


motoring : 
ficient mass production and by cheap petrol. 
e 





THE CANDLE-MAKERS’ PETITION. 
hastiar’s parody of the Protective fallacy may be vieux 
eu, but so is Protection ; and if our rulers propose to feed 
us on mildewed straw, as Mr Lloyd George pleasantly 
put it, we have the right to answer them with logic that 


_ sas old as their effort, and likely to be much more effec- 


| Of agricultural wealth. 


tive. Bastiat, then, in his Sophismes Economiques, 
translated and published under the title ‘‘ Fallacies of 
Protection ’’ (Cassell and Co.), gives a petition to the 
Chamber of Deputies, alleged to have been presented by 
the Manufacturers of Candles, Wax Lights, Lamps, 
Candlesticks, Snuffers, and of the Producers of Oil, 
Tallow, Resin, Alcohol, and generally of Everything con- 
nected with Lighting. This petition complains of the in- 
tolerable competition of a foreiga rival who “ absolutely 
inundates our national market ’’ with light at a fabulously 
educed price. This rival is the sun, and the petitioners 
pray for the exclusion of sunshine by the shutting up of 


pall openings, holes, clefts, or fissures by which it enters 
re 1 e 
- ouses, 


The petitioners show that if this is done alli 
‘orms of French production will be encouraged. More 
‘allow consumed will mean more oxen and sheep, and 
— will be multiplication of meadows, meat, wool, 
“des, and above all, manure—the basis and foundation 
Navigation is to hum; thousands 
of vessels will proceed to the whale fishery, and France 


; Will rejoice in « intaini 
| rejoice in a navy capable of maintaining her honour. 


ae have the goodness to reflect, gentlemen, and you 
on a saveneee that there is, perhaps, no Frenchman, 

") “he wealthy coalmaster to the humblest vendor of 
weer matches, whose lot will not be ameliorated by the 
‘Mceess of this our petition.’’ This parody is nearly 80 


‘€ars . & ; 
or old, but it is an amazingly close echo of Protec- 
‘ONISt ble: : 


atings of to-day. 


THE ECONOMIST FREE-TRADE SUPPLEMENT. S 


DEPRECIATED CURRENCIES AND FOREIGN 
COMPETITION. 
Tue reader may perhaps find it difficult to accept our 
demonstration that unemployment is primarily due to 
depression in our export industries and to the reaction 
which this depression has upon home trade, rather than 
to a flood of imports, for, in view of the depreciation of 
all European currencies, it is commonly assumed that a 
depreciated currency gives a great advantage to ex- 
porters. This is only partially true. When the cur- 
rency is depreciating, prices inside the country rise less 
rapidly than the fall in the value of money, and wages 
move upwards still more slowly. The producer who sells 
in foreign currency gets a much larger margin of profit 
than usual, and can afford to under-sell other producers. 
The chief of these advantages is, of course, the low real 
wages of his workpeople. But as soon as the prices 
of raw materials, wages, and costs generally rise 
sufficiently to counter-balance the depreciation of 
money his advantage goes, and far from being in 
a favourable position, he is faced with a series of handi- 
caps owing to the internal disorganisation and the 
lowered efhciency of labour while real wages were low, 
and the general insecurity of credit. 
have foretold that German 
currency would lead to a flooding of the world’s market, 
and particularly of the great open market of Britain, 
this has not yet come. For what published figures are 
worth, they show that the highest monthly average 
attained in any year since the Armistice was 1,796,000 
tons, as compared with 6,143,000 tons before the war. 
Since, however, some Reparations coal appears to be left 
out of the post-Armistice figure, it is safer to leave coal! 
out altogether, when we find that the comparison is between 
1,259,000 tons in 1922 and 2,455,000 tons in 1913. On 
the other hand, surprising though it may seem, Europe 
has of necessity been compelled to buy largely trom Great 
Britain. In order to bring the figures right up to date, we 
have taken only the first nine months of each calendar 


Hence, although 


many the depreciation of 


year. On this basis, the figures are as follows :— 
Imports from Exports to 
7 Europe. Europe. 
Jan. to Sept. Min. £ Min. £ 
DR icitiesacnnkaenas eS 
Be occas x Re orale ey eonkes 2368 .... 1669 
BOE cvveveccvees ‘ iubaecoetns 2182 .... 1973 
DOE) Nbees rds ieee dabehiaanbe da -- B65 .... WOR 


Thus while imports from Europe are up 22) per cent., 
exports are up by about 63 per cent. Facts are even 
more striking if we take corresponding figures for 
France and Germany :— 


-——France.—— _— 





Germany. 





Imports Exports Imports Exports 
From. To. From. 0. 
Jan. to Sept. Min. &. Min. £. Min. £. Mln. £. 


Be cceccsccee SD sccs TD cece WO sess Dee 
TORE. cvccneccese: SRT cove BG ices: BG ecce | ee 
TEER... cncucecces.. 2 .v0e, TD coee:, WE oes, 9 
WB cccccccccce GET scene GHB ccce FO svee Gee 


In the case of France, our exports have more than 
doubled, but imports are only up 50 per cent. In the case of 
Germany the normal adverse balance of pre-war days 
has been converted into a large balance on the other 
side. These exports have been paid for partly by those 
people who were foolish enough to throw their money 
away by investing in marks, partly by those wiser people 
who made their investments in Germany in real estate, 
and partly by the disposal of the remains of German 
capital abroad. 

It wouid, of course, be foolish to pretend that foreign 
competition has not been a disturbing element in the recent 
trade situation. The import of foreign goods has been 
fitful and often at prices which have caused a sudden break 
in confidence here, and because of the hesitating and 
uncertain outlook in the commercial world it has played 
a part quite disproportionate to its volume. The most 
striking illustration of the nervousness in trade circles 
is that of the woollen trade, but the figures of which are 
so remarkable that they are worth repeating :— 
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6 THE ECONOMIST FREE-TRADE SUPPLEMENT. Non 
Trape in WorsTep and Wootten Tissvzs (in Million Sq. Yds.). The decline of European productive power is py 
aoe by the reduced percentages of our imports fron 4 ; - 
etaine i i imarilv as 2. a 
Full year— at Home. Exports. tinent, but is primarily to be accounted for b, the fact 


Dt <-s¢nehebees 60000000009 009% 76 eee 220 
Full years — 


Average of 1920, 1921, and 1922 .. 99 .... WW 


1923—First quarter .......see+0e5 i 
Second quarter .......++-. - G5 ove & 
Third quarter........+++++ 65 1... FT 


Nine months’ total ........ 151 .... 159 


The trouble with the wool trade is not that French goods 
are being sold In great volume instead of British goods 
in this country, for the above figures show that imports of 
foreign woollen goods are now only a fraction of the pre- 
war volume. The difficulty is that home demand is small 
and the market in certain particular lines easily upset by 
a few imports. 

In this connection it is an interesting fact that though 
several complaints of alleged dumping have been made, 
only one has reached the stage of an inquiry under the 
Safeguarding of Industries Act, and in this case no Order 
was made. As for the provision of the Act to meet cases 
of competition from countries with depreciated curren- 
cies, in connection with which two Orders have been made, 
the fact is that when the depreciation is in an acute 
phase a duty not of 30 per cent., but of 300 per cent. 
is needed, while perhaps a week later the passing advan- 
tage will have disappeared. Australia, with a truer reali- 
sation of the constantly changing character of deprecia- 
tion, invented a sliding scale, under which the rate of duty 
varies according to the percentage by which the mark or 
franc, or whatever the currency may be, is below par. The 
futility of the whole proceeding is, however, illustrated 
by the fact that the schedule of the Australian Act only 
runs in the case of Germany from the normal 20 marks 
to the 4 to 240 marks to the £, after which the duty is a 
flat rate. The rate to-day is—within a mark or two— 
20,000,000,000,000 to the #. If it were true that the 
depreciation of the ma:k were a bonus on_ exports 
to the whole extent of the depreciation, the scheme 
might have something to be said for it, though it would 
be as useful as building a garden fence to keep 
out a tidal wave. But this and all such schemes are based 
on a false assumption, and ignore the fact that the bonus 
on export only exists when the depreciation is actually 
occurring, and even then is subject to countera€ting 
disadvantages. Moreover, when depreciation proceeds so 
far that confidence in the national currency itself is lost, 
home prices tend to rise even above the world level, as has 
frequently been the case in Germany recently. In any case, 
after the experience of the last few years, the transitory 
nature of the advantages of a falling currency is fully 
realised, and is generally discounted in advance. 





THE DIFFICULTY OF DIVERTING TRADE. 
WuiLe the statistics show that currency depreciation 
abroad has had a much smaller effect on trade than has 
often been expected, the figures have in them a lesson 
which is no less significant, namely, that the cataclysm 
of the war which is said by protagonists of the trade 
restriction policy to have created an entirely new world 
situation, has left the distribution of British foreign com- 
merce practically unchanged. 

The issue of the Board of Trade Journal of November 
Sth shows the distribution of our overseas trade by 
groups of countries in the form of percentages of imports 
and British exports from various sources for the year 
1913 and for the twelve months ended September 30, 
1923 :— 


i 


Imports. | British Exports. 





Oct., 1922, Year Oct., 1922, 





Year 
to Sept., + to Sept., 
1913.| “1923.” | 1915. “°sgok" 
Europe..... occccccececcveceecs 40-4 33:2 34-4 34-2 
United States............00..6., 184] 196 56 8-0 
South and Central America ..... 100/ 108 10-6 88 
British India ............ coseos| 63] 6-0 134 12:2 
Self-governing Dominions ...... 133; 163 175 180 
Other British countries (except 
Homg Komg) « ..ccccosssccces 53 | 53 5-4 5-7 
Other countries ......e0000. 63) 88 131 13:1 


that Russia has dropped out of the running. 7), 
been filled by the United States, the British p, 
and some other foreign countries. But apart 
substitution the changes in proportion are 
small. 

The lesson of these facts is clear. The comm 
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erce oj 


the world has become so complex and interwoven that 


any interruption or break in the circle on one point 


right round the globe. This interdependence \ 
illustrated last January by Mr McKenna in hj 
to the City and Midland Bank shareholders, in 


and Germany. In that vear, he pointed out, the 


Kingdom sold to India goods of the value of 470 milli 
and we received from her goods valued at £03) mill 
year our exports to Germany were valued at £41 milli 
and our imports from that country at £70 milli 


leaving an export excess of £34 millions. In ¢/ 


leaving an import excess of £35. millions 


for the purpose of foreign trade we were to take Indi 


Germany together as one group, then in dealing 
group our imports and exports in 1913 almost } 
It was only an accident that there was this close ; 


mation, but we were certain to find some appro, 
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analysed for the year 1913 the trade of England, Ind 
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towards equality. Looking at the figures of trade between 


India and Germany in that year, we see that 
exports to Germany were £27 millions and her 
from that country only £7 millions. India had a: 
of exports to Germany of £20 millions, and the 
she thus obtained provided her with the means of 


for British goods.’’ An examination of the whole 


India's 
imports 
1 excess 
Surplus 
paying 


of our 


external trade would reveal a similar interdependence o! 


nations. 
The moral is clear. The causes affecting our 
trade are too deep-seated to permit of any hasty d 


lorely 
y 


versio 


of their normal channels. It is as futile to suppose t! 


export industries which have lost their market in 


this or 


that country can simply send their goods elsewhere, 


it is to hope that we can find an outlet for their 


at home. Unless we are to have a radical alter: 


product 


1L10N 


our whole economic system, involving years of cislocati 
and alteration of our productive processes, the cure for 


our present difficulty is to be found in the steady 
in the total of the world’s commerce, and by 
couragement here of economic and cheap pro 


increase 
the en: 
duction, 


which will enable us to retain, and even to enlarge, our 


proportion of the total. 





BRITAIN GAINING GROUND. 
FORTUNATELY there is evidence that this is happen 
month ago Mr McKenna made the following st 
in a speech at Belfast :—‘‘ 1 have had prepared 
ment of the export trade of the United Kingdom 
ten years from 1903 to 1912, and a statement 
total export trade during the same period of 39 © 


ing. A 
atemel t 
a state- 
for the 
ot the 
yuntries, 


including Dominions and all the principal countries | 


the world in which regular statistics of trade 


lished. We may fairly speak of the exports o! 


39 countries as world exports. 
‘* During these ten years the British proportio 
world’s export trade remained fairly constan 


lowest percentage was 13.8, the highest 15.5. !n | 


year, 1903, the total of world exports was \: 


£2,110 millions, and the share of the United 


was 13.8 per cent. In the last year of the per 
exports had risen to £3,521 millions, and the 


United Kingdom year by year received its due 


the United Kingdom was 13.8 per cent. thus, 
world exports increased £1,400 millions in valuc, 


are pub- 


thes 


n of th 
f The 
the first 
ilued as 
‘ingdom 
d world 
share ©! 
< while 
t! 


share 0! 


. . ] ore’, 
the increase, and, as the prosperity of the wor d gS” 


the prosperity of the United Kingdom grew with ! 
had our rivals and competitors during the whole 


period, but we never failed to get our full prop’ 
the world’s trade. 

‘‘ Here I have given you an account of the ¢ 
our trade during the last pre-war years. Now | 


t. W 
of this 


; f 
tion 0 


rrowth Oo! 


ask you 


1d agai! 
to look at the post-war figures of our exports, ane ag 


to compare them with world exports. In 1920 04 
were 18.1 per cent. of the total; in 1921, owin 
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45 they rose again to 17.3 per cent. 
lGee 


Here we 





Nov. 0% 


tracted coal strike, they fell to 16.2 per cent. ; but ip 
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I do not give 
, the actual figures, but only the percentage relation of 
_. set to the other, because the immense rise in prices 


, and the subsequent fall vitiate for comparative 
all figures of foreign trade measured in values. 
see that our proportion of the export trade of 


» world had risen from 13.8 per cent. in 1912 to 17.3 per 
The havoc in several of the manufacturing 

atries of Europe and the crippling of some of our rivals 
a accompanied by an increase in our proportion of the 
arid’s exports from 13.8 to 17.3 per cent.”’ 


nt. in 1922. 


rhese figures are encouraging. 


esc 


Even though the trade 


>the world is handicapped by the chaos in Central 


by the disappearance of Russia, and by the 
break-up of China, the volume of the world’s 


wade is slowly rising, and all indices of trade condition 


ww improvement in Great Britain. 


The 


case 


of the 


ade restrictionists must make its appeal by taking a 


iu 


pessimistic view of the future of British trade. 


But the 


lowing series of representative figures show that in the 
st three vears considerable progress has been made :— 


ImMpROVED TRADE INpDICATIONS, 1921-23. 


Period Covered. 





Production — 


Imports of 


‘gal ....eeeeee.. Monthly Average/Thou. Metric Tons .| 13,822) 21,235 


Pig-irom .... 

Steel ingots and 
castings 

Raw 
Materials— 

Raw cotton ... 

Sheep & lambs’ 
wooi 

Imports of wheat 


Exports— 


t 

Coal 

Pig-iron 

Totaliron & steel 
éman'factures 
thereof 

Cotton yarns 
» piece goods 

Woollen tissues 
\'me of Overseas 
Trade 0 of 
1913.— 

Imports 

Lyports 


Shipping Move- 


ments — 

Entrd. U.K. ports 
with cargoes 
leared ditto .. 


Industrial Profit 


2} companies 
with paid-up 
capital nearly 
£200,000,000 ,of 
which— 

lf iron and steel 

comp inies 

ll textile 

6 shipping ne 


ecurity Values 


Quotations 
45 representa 
tive securities 

87 fixed interest 
securities 

278 variable divi 
dend securities 
industrials, 
railways, &c, 


“hemployment 


Percentage of 
Persons = un 
employed 
under State 
Nsurance 


, Scheme 
‘ost of Living— 


“inistry of 
Labour's” Ip 
lex Number 


for Bankers’ 





, ” 


” ” 


10 Months’ Total.|Thousand Centals. 


” ” 
” ” 
” ” 
cA) ” 
” ” 
Ad ” 
” ” 
” ” 


July-September 


” ” 


Total 10 months 


” ” 


Reports pub- 
lished July- 
September, 


Maga 
zine Index No, 
” ” 

" ” 





Unit. 





” ” 


} 
| 


| 


| 
| 
| 
j 


| 
1921.| 1922. 


| 


222! 415 
314) 494) 
| 


8,113 | 10,436 


6,098) 9,751 


Thousand ewts... . .| 68,759) 78,994 
Thousand tons |16,757/51,673 
” ” 81) 466 

” ” 1,302) 2,688 
Million Ibs. | 109 174 
Million sq. yards | 2,209) 3,422 
” ” | 63) 99 

' 

| 786) 869) 

| 464) 699) 
| 

| 

Thousand tons | 30,920) 35,837 
" » | 28,447) 48,873, 
Thousand &. 10,469) 
” ” 315) 

” ” | 666 
-Per cent. of value} 1C0 | 1132 | 
at December, 1921 |(Dec.)( Dec.) 
' » 100 =111.0 
(Dec.) (Dee.) 
” ” 100 (1176 | 


Per cent. of tota 
workers 


Retail prices, &c., July, 1914 = 100 . 


in 630 localities 


“Silroad Trans-Great Britain, Millions of net 


7 ae : 

“Vl merchar 
Gise & mineral 
traffic 


In } age 
‘nclades also due pro 


SS 


“ton yarns 


“to c. 
“an piece goods. 


"7 Sollen tissues 
‘ orsted tissues 


first six month 
each year 


8: ton-miles 





“se hgures refer to calendar years. 


British Exports. 


portion of claimants to benefit in respect of short time. 


(Dec. Dec.) 


16:2 
(Dec.)|\Dec,) 


222 | 181 
(Jly.) | (Jly.) 
' 


| 8,701 


A simi 








-eslbs 


sq. yds, 
Sq. yds. 
84. yds 








14,625, 
Gh eog 





~ _ oy. | August. 
Io aiag tases tons 6,767,255| 6,580,410 
fact _ steel manu-| 

SURES .+.++...tons, — 307,670| 323,877 


Sept. 


12:2 | 


1923. 


(9 months) 
23,359 
634 


720 


8,799 
6,451 


83,249 
66,906 
631 


3,570 
119 
3,469 
124 


42,089 
59,123 


17,317 


1,015 


2,886 
820 


1155 
(Oct.) 


1148 
(Oct.) 
1170 
(Dec.) 


*114 
(Sept.) 


| 475 (Sept.) 


9,061 


| 


lar trend 


‘own if we take the statistics of the last few months. 


October. 





6,316,396 7,432,868 


333,985 


388,599 


9,514,400) 12,802,800 11,987,100 14,733,500 


516,083,600 329,945,600 344,318,800 371,289,700 
14,014.100, 13,688,700 12,119,900 
5,002,300 4,302,700 4,256,700 
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In the case of woollen and worsted tissues alone do the 


| 
| 








hgures show a declining tendency, the reasons for which 
are referred to elsewhere in this Supplement. 
lhe official figures of shipping engaged in the overseas 


trade show an expanding tendency, as will be seen 
below :— 

July August September. October 
Entered .... 4,627,724 .. 4,523,402 .. 4366689 .. 4.798.412 
Cleared .... 5,539,837 .. 6,047,339 .. 6.079.990 .. 6,534,479 
Even unemployment has shown less increase than was 


predicted for the autumn. The percentage of unemploved 
among all workers coming under the Unemployment In- 
surance Act was 11.4 at September 24th, as ‘compared 
with 11.1 at the end of June, the trade union percentage 
having in the same period risen rather less—namely, from 
11.1 to 11.3. The latest tendency is not in the direction 
of further decline. 

Coal output is maintained at a high level, well up to 
that of the pre-war period, while steel production (ingots 
and castings) rose from 639,500 tons in August to 702,100 
tons in October. This latter figure, though still below the 
highest output since the war, compares with a pre- 
war monthly average of only 639,c00 tons. 

Lancashire spinning spindles, which for several months 
have been working at 65 per cent. of capacity, have during 
the last few days increased their production to 7o per 
cent. of the maximum. 





THE MORAL. 
THe conclusion from the facts is simple, and has never 
been better expressed than by Mr Austen Chamberlain in a 
speech made last year, in which, after expressing his 
satisfaction that in cases where duties were levied by 
this country we gave a preference to the colonies, he 


added the following words: 


But I say to you, also, that it would seem to me 
perfect madness to think that in a world so altered from 
that in which we were acting in before the war—in a 
world where what you want is not to defend yourself 
against competition, but to find anyone who is in a 
position to purchase your goods, and to place orders with 
vou—and with a country that has smarted, and very 
naturally smarted, under the evil effects of those Govern- 
ment controls and interferences in industry unavoidable 
in war, but proved a great source of difficulty to us both 
in their existence, and in the necessity to get rid of them 
since the war concluded—in such a world and in such a 
country to out with the old programme of Tariff 
Reform at this time seems to me perfect madness.”’ 


vo 
> 





THE INTEREST OF THE CITY. 
A GLANCE at the Stock Exchange Official List, crammed 
with securities of all climes and countries, should be a 
sufficient argument to convince any open-minded person 
who doubts as to whether Free-trade is good for the 
City, and his conviction wouffl be still more emphaticall) 
confirmed if he could turn over the contents of the port- 
folios of the discount houses. The City maintains its 
great population with a standard of prosperity that 1s 
the envy of humbler bankers, 
financiers, accepting houses, discount houses, produce 


centres, because its 
merchants, and all the subsidiary industries that live on 
them have assisted in the financing of world development, 
world production, and world trade. British capital has 
been poured out al! over the globe, increasing its pro- 
ductive power, and British credit supplies all the world, 
through our acceptance and discount machinery, with 
unrivalled facilities for financing the period between pro- 
duction in one part of the earth with consumption in 
another. Any restriction on the free passage of goods 
between one country and another, and especially across 
the borders of Great Britain, the great entrepdt of inter- 
national trade, tends at the same time to restrict the 
profits of the City, which earns so much of its livelihood 
from the free movement of goods and of capital and of 
credit. The City’s inhabitants, being an eminently 
patriotic and free-handed community, would, no doubt, 
be ready enough to run some risk of lessened profit if 
they were convinced that trade restriction could really 
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be a cure for unemployment. On that score they will 
be very fully satisfied, by other pages of this Economist, 
that trade barriers as a cure for unemployment are as 
useful as a blocked road for the furtherance of locomotion. 
[his doubt once settled, and the interests of the City 
left free to exercise their full influence, their weight will 
be wholly on the side of Free-trade. London’s business 
has been built on international trade and the international 
connections, in finance and credit, that trade has brought 


with it. To lend money to all the world and then 
try to restrict our imports is to invite all our 


debtors to repudiate their obligations, by making 
it difficult and expensive for them to pay their debts 
by the only means by which international debts can 
finally be paid, namely, by the delivery of goods and 
services. For the present it is understood that we 
only propose to tax manufactured articles, and so all 
those to whom we have lent money to produce food and 
materials will noi, at first sight, be directly affected. But 
the manufacturers, shut out of our market, will, if the 
proposed tariff be at all effective, be less eager buyers 
of food and material, and examples have lately been 
plentiful that show how trade dislocation, wherever it 
may be, has an effect that spreads in widening circles 
and makes itself felt in most unlikely places. British 
investors and financiers having given hostages to fortune 
by lending money all over the world would indeed be blind 
(o their interests if they favoured any policy that restricted 
the paving and purchasing power of the customers 
whose solvency affects their own prosperity so closely. 
In fact, the interests of the City are so international, that 
this country has been accused of following a bankers’ and 
financiers’ policy in allowing borrowers to come here for 
money and leaving them free to spend it wherever they 
like. It is true that is a bankers’ policy, because our 
international banking has often got financial business in 
competition with foreign centres owing to the absence | 
of restrictions on the spending of the money lent. But 
bankers are not so shortsighted as to favour a_ policy 
which would be bad for British trade and their home 
customers, and in practical fact we cannot lend money 
abroad without stimulating our exports. There is no need 
to restrict borrowers in this respect, because when they 
borrow in London they, or somebody else to whom they 
hand the credit on, can only take the proceeds in British | 
goods and services. As the City editor of the Times aptly | 
observed in discussing this question lately, we lend 
British legal tender, and it can only, ultimately, be spent | 
in Great Britain. By restricting the movement of | 
British capital we increase unemployment by restricting | 
British trade. By restricting foreign trade we do like- 
wise, and tariff tinkerings can only have the effect of 
leaving the City with fewer loans to float, fewer securities 
to deal in, and fewer bills to accept and discount. 





THE CASE OF AGRICULTURE. 


ue case of agriculture is the simplest example of the 
advantage to this country of international exchange, for 
by selling manufactures or by performing services we can 
get food much cheaper—that Is to say, by a less expendi- 
ture of labour and capital, than if we tried to grow it all 
ourselves. Every commodity could, of course, be pro- 
duced in Great Britain with a sufficient expenditure of 
human effort, but we could only make ourselves self-sup- 
porting at a ridiculously high cost of labour. In practice 
the Protectionist argument is that we should grow a little 
more food at home. This result may be achieved either by 
tarifis or by subsidies. The tariff method would impose a 
tax upon four-fifths of our wheat supplies for the benefit 
of the remaining fifth. Such a tax would certainly bring 
revenue to the Exchequer, but to put a duty upon the 
most necessary means of livelihood would be the nega- 
tion of the first principle of taxation, namely, that taxes 
should be imposed in proportion to the taxpayer's ability 
to pay. The Government has, however, fought shy of 
a tax on food for self-evident reasons. But it could not 
leave the matter there. For to impose a tariff which 
would raise the price of manufactures, and leave agricul- 
ture alone, would emphasise in too blatant a manner the 
weakness of all tariffs,.mainly that they benefit one sec- 
tion at the expense of another. 
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Agriculturists do best when prices of {; 
materials are high, and prices of all othe 
and particularly of manufacturers, are 
moment al! over the world the Opposite of this js +4 
case, agricultural products being cheap, and ot} : ee 
proporticnately dearer. The conflict of interest idee 
agriculturists and manufacturers has reached 
in the United States. A recent writer in the Round Tah 
describes the revolt of the middle-west owing 
greatly reduced purchasing power of the 
comprise about one-third of our population 
decline of prices of farm products to below 
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; tO “ the 
larmers, wh 
Caused by 

the pre-war 
level, while prices of most other things remain from 
to 100 per cent. above pre-war level.’’ And again, ‘* thos 
who now persuasively plead with him that his state 7 
be improved by Act of Congress, told him in 1921 that i: 
could, when the Tariff Act was passed. Effective dutie: 
were imposed to protect the manufacturer, and they 
duties raised the price of the commodities which thy 
farmer had to buy. Ineffective duties were imposed on 
inconsiderable agricultural imports which, he was assured 
would keep the price of his grain at a level with the ine 
creased cost of his requirements. In spite of — thes: 
duties, the bottom has fallen out of the wheat market 
And when the representatives of the farmers’ interests 
demand in radical and rebellious language that their griey- 
ance must be seriously attended to they mean that they 
have been fooled for the last time.”’ — 

Agriculturalists might therefore be expected to resist 
to the utmost Mr Baldwin’s tariff proposals, unless they 

could get some counteracting benefit. And here we ma\ 
observe that the agricultural claim is not merely that 1 

may be enabled to keep its end up as against the industria 
population, but should itself be give. special privileges 
for two reasons, both of which seem to us unsound. The 
are that we need to expand our home-grown food supp) 
because of possible dangers in war-time, and the othe: 
is that the agricultural population contributes most | 
the nation’s physique. 

The war-time argument assumes that this country 
be isolated more completely than in the late war. But 
by what possible enemy? Moreover, modern war is a \er 
complex affair. If Great Britain were cut off from over 
seas supplies, what of our essential imports of tron ore, 
copper, nitrates for explosives, &c.?’ The late war con- 
firmed in a most striking way the lesson of previous 
wars ; namely, that it is imperative to Cur existence that 
our ships should keep the seas, and if we cannot do this 
we cannot hold out. We should be surprised lo 
learn that the views held before 1914 by the Royal Com- 
mission on Supplies in Time of War and the Committe 
of Imperial Defence have been modified by subsequet! 
events. 

As to the argument from physique, the unsatisiactor) 
physical conditions of our urban population are not 4 
necessary consequence of industrial employment, but dw 
to the bad conditions of our towns and factories. There 
is'no reason why the industrial worker in properly planned 
factories, with a garden attached to his house, should ne! 
be physically as fit as the agricultural Jabourer. His 
mental equipment is likely to be greatly superior. 

But if the price of manufactures is to be raised by 
yeneral tariff, the agriculturalist will undoubtedly hav 
a grievance, which the Government proposes to solac 
by a subsidy, the funds for which are to be raised by © 
revenue from the general tariff. But the object of ; 
tariff is to keep out imports, for unless it does this, | 
will not increase employment in this country, even - 
protected trades; if it succeeds in keeping out impor's» ; 
will not yield revenue. In practice, unless the tarifl " 

| made very high, it will probably fail of its object, ae 
goods will be imported in spite of the tariff, for our me" 
factured imports are mostly goods for which the 
special market. In any case, the public will pay te | g 
sidy. For if the tariff proves to be revenue-producl 

the public will pay in increased prices. If not, the a 

payer must find the subsidy from an increase 10 exis : 

taxation. If we insist on producing the necessaries 
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OUR PRESENT TARIFF. 


levied on goods entering the United Kingdom at 


DUTIES sg 
the present time can be broadly divided under two head- 
ings, those * Protectionist *’ in intention or effect, and 


those of a purely revenue character, to which countervail- 
duties exist in the case of British- -produced goods. 
"8 ‘ Protectionist ’’ order are as follow :— 


Duties of the * 
first imposed during the war to 


“McKenna Duties,”’ 


(a) 
check importation of what were then classed as luxury 
—_ No date has been fixed for the removal of these 


es, which are at the rate of 333 per cent. ad valorem 
a “rs following (a preference of one-third being granted 
to Empire-produced goods) :-— 

Clocks, watches, and component parts ; cinematograph 
sims, motor-cars, motor cycles, &c. (other than those for 
ommercial use); motor-car accessories and component 
oarts, except tyres, musical instruments, and accessories. 

The value of any article for the purposes of ad valorem 
ity is the price which an importer would give for 

te article if the article were delivered, freight and insur- 
ant ce paid, in bond at the port of importation, and duty 
alue is fixed by the Commissioners of Customs and Ex- 
se. Cinematograph films are charged according to the 
near measurement involved. 

“Key Industry’’ Duties, imposed under the Safe- 
suarding of Industries Act. These will expire in October, 
q26, unless their tenure is prolonged by further legisla- 
ton. No duty is payable on imports from the Empire. 
Imperts from all other oversea countries are charged ad 
sulorem at the rate of 3313 per cent., in the case of the 
following classes of goods — 

Optical glass and optical instruments ; beakers, thermo- 
galvanometers and instruments of precision ; 
ignition magnetes, are lamp= carbons, 
osiery latch needles ; metallic tungsten and compounds of 
thorium and other rare earth metals; and all synthetic 
rganic chemicals (other than synthetic organic dyestuffs, 
vlours, and organic intermediate products imported for 
analytical re-agents, fine chemicals, and 
hemicals manufactured by fermentation processes. 

Key industry duty is chargeable only in so far as it 
exceeds other Customs duties, exc ept depreciated currency 
duty. 

(c) Depreciated Currency Duty.—This is also applied 
inder the Safeguarding of Industries Act, and will expire 
in August of next year unless renewed. The duty has so 
lar been applied only to goods of German manufacture, 
and is at the rate of 33'3 per cent. ad valorem on the fol- 
owing main classes: 

Fabric gloves and glove fabric in the piece or cut out 
or sewing ; domestic glassware; illuminating glassware; 
domestic hollow-ware of aluminium, or steel or wrought- 
fon enamelled; and incandescent mantles and component 


Darts, 


meters, NC. 5 
wireless valv es. 


use as such), 


The main groups charged with duty for revenue pur- 
poses (fF mpire goods enjoying a rebate, in the instances 
ndicated *, of one-sixth of the duty payable) are these :- 

Beer, playing cards, coffee and chic ory*, cocoa, pre- 
served fruit*, matches, spirits (small Empire preferenc e), 
‘ugar", molasses*, glucose*, and saccharin*, articles con- 
taming sugar or sweetening matter*, table waters, tea”, 
tohacco* » Wine (Empire wines pay duties varying from 50 

7° per cent. of full rate). 








_ In the financial vear 1922-23 the net receipts were as 
lollows - . 
£ 
McKenna Duties” ......ccceccoccceccs 2,428,400 
Key industry duties.......ccessecceeccces 335,700 
Depreci ated currency Gs Gotan scmeene ces 231,400 
“Revenue” duties ......cscececceccecees 120,068,500 
123.064 ,000 


ee ae “ protective ° duties are oa 
to less than ) an Exchequer point of view —amounting 
fect must 43 3,000,000 out of £123,000,000—but their 
Which suce a measured not by the volume of imports 
known at in flowing in above them, but the un- 

“mount which is prevented from so entering. The 


trade ; 
= statistics do not show any considerable drop in 
“POTTS of these goods. 
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PROTECTION AND POVERTY. 

A FAVOURITE argument of Protectionists is that the imposi- 
tion of tariffs raises the level of wages. This contention 
is definitely refuted by figures of real wages in the capitals 
of Europe compiled by the Ministry of Labour. 
The following is the comparison of the levels of wages 
judged by their food-purchasing value in the principal 
European capitals at July 1, 1923 


EE ee Amsterdam .......... 99 
Brussels te ae Christiania .......... 30 
| ae Paris ...... iidatecaladites wie: 


PE sevvesweeese- & 
WE cw atdwiecene” sae 


Thus, according to the calculation of the Ministry of 
Labour, the only country in Europe where the standard 
of living of the working classes even nearly approaches 
that ruling in England is Holland, the last bastion of 
Free-trade on the Continent of Europe. 

Poverty, atter all, means that some people are not so 
well off as others, and it is difficult to sce that any work- 
able economic system can ever abolish it altogether. But 


Stockholm .......... 9&6 
eG 


the achievement of this country in raising the general 
standard of lwing has been highly successful under Free- 
‘ Wealth and 
estimates that during the nineteenth 


century the national income showed a tenfold increase, 


trade. Sir Josiah Stamp, on p. 94 of his 
Taxable Capacity,” 


while the population multiplied by five, the increase in 
the annual income being just twice as great as that of the 
number of those who consume it. ‘* But the point | 
row want to make,’’ he continues, ‘‘ is that the evidence 
goes to show this increase has been evenly shared by al! 
classes ol the population. Now let us look at the level 
ot prices in 1801. The index number of prices for 1801, 
compared with 1913, was, roughly, as 235 to 115, or, say, 
twice as great......... When we combine these two factors 
we reach as a broad result a statement that I have often 
made, but that has frequently caused surprise, viz., that 
the ordinary person of to-day is four times as well off in 
real commodities as the person in the corresponding scale 
in the beginning of the nineteenth century. The bulk 
of this advance was secured in the first part of the cen- 
tury.”’ Our Protectionist friends may fairly say that the 
improvement was begun under Protection, but we can as 
fairly answer that it was maintained and continued under 
I'ree-trade. 

And we have plenty of evidence from the mouth of 
earnest champions of the claims of the working-classes 
that their condition showed a marked improvement 
during the latter haif of the nineteenth century, when 
Free-trade was in full swing. Mr Philip Snowden admits 
on page 38 of his ‘‘ Socialism and Syndicalism "’ that 
‘ between 1850 and 1900 the rate of wages as shown by 
Board of Trade index numbers rose by 78 per cent., and 
in the same period the prices of commodities fell by 
11 per cent.’’ He warns us against taking these figures 
at their face value, but a plentiful discount for possible 
miscalculations still leaves them most significant 
and satisfactory. Mr Sidney Webb's *‘ Industrial Demo- 
cracy "’ (page 631 of the 1902 edition) testifies to the 
‘ past so years’ rise in the condition of the English wage- 
earning class." No fair-minded person will claim that 
the increased prosperity of the pe ople during the Free-trade 
period, proved by these passages, is wholly due to Free- 
trade, but we can surely claim that it was an important 
help in producing it. 





IMPERIAL PREFERENCE. 


THE proposals of the Government for Imperial Preference 


concern the following commodities :—Sugar, wine, 
tobacco, apples, canned salmon, fruit juices, honey, dried 
figs, raisins, currants, and plums—all articles of personal 
consumption. The proposals are as follows :— 
Sugar.—To stabilise the Empire preference of about 
4d per lb for 10 vears, even though the general duty be 


reduced. 
IWine.—(1) To double the existing preference of 2s a 
‘ 
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gallon on the duty of 6s a gallon on wines of a strength 
exceeding 30 deg. The rate of duty on such wines 
coming from the Empire would thus become 2s a gallon 
against the foreigner’s 6s. (2) To increase from 30 to 
50 per cent. the preference on the surtax of 12s 6d a gallon 
on sparkling wine. 

Tobacco.—Preference to be increased from one-sixth 
to one-fourth of the duty charged. 

Apples, Canned Salmon, Fruit Juices, Honey.—On 
foreign apples a duty of 5s per cwt, on foreign canned 
salmon a duty of 10s per cwt, on foreign fruit juices a 
duty of 6d per gallon, on foreign honey a duty of 10s per 
cwt is to be imposed, while imports of these products 
from the Empire are to come in free. 

Dried Fruits, etc.—To remit altogether the existing 
duties on dried figs, raisins, currants, and plums, in 
respect of Empire products—the Imperial preference 
hitherto has been one-sixth of the duty—and to impose 
a duty on foreign dried fruits and preserved fruits which 
are not at present dutiable, while admitting Empire 
fruits free. 

These proposals create new duties on minor foodstuffs, 
and particularly serious is the stabilisation of the sugar 
preference. li these measures are passed, the Dominions 
must not suppose that other parties when succeeding 
to power, will maintain them. 

It remains as true to-day as when Mr Joseph Chamber- 
lain said it that without taxes on staple foodstuffs real 
Imperial preference is impossible. 
tralia, has made no secret of the fact that preference on 
foods and wool chiefly interest his country. 
Baldwin has already excluded wheat, meat, flour, butter, 
eggs, and bacon from his programme. He will hardly 
outventure Mr Chamberlain by taxing raw materials like 
wool. How important these categories of goods are to 


Australia and Canada is shown by the following figures of 
British imports from these Dominions : 


(In Million £’s.) 


From AUSTRALIA, 1923. 


1921. 1922. (9 Months.) 
Total British imports ...... 679 .. 649 .. 409 


I die ea sondneesads< ee +a tae) ee 
Meat— 
Frozen beef ecccce eereeses 5-4 oe 2-2 ee 1-2 
Frozen mutton .......... Bae: rr. 
ee eteedeles wun Se «oo BM .. 28 


440 .. 435 .. 257 


From CANaDA. 1923. 


1921 1922. (9 Months.) 
Total British imports........ 623 .. 549 .. 371 


PE steven boskcotwsbens. SES oo EEO oc 110 
Wheatmeal and flour..... aoa PR: «ee “En 
SS ee ee . 62 .. 43. 28 
SI chat cn laa a ‘cones NE we ee -« 29 
Barley and oats Seesscess s8 .. 27 17 
Se sie Gia ee eas > wo ee ak ‘l 
35 .. 321 21-4 


This list only includes goods where Canada’s imports are 
separately stated in our own Board of Trade returns. It 
is, however, sufficient to show that unless the major pro- 
ducts like wheat, meat, and wool are included, preferences 
to the Dominions are merely minor tinkerings which, while 
they do.not touch the chief energies of the Dominions, are 
sulhcient to cause disturbance and irritation. In_ this 
connection we would refer readers to an article in the 
present issue of the Economist from our Ottawa cor- 
respondent, in which he shows that a current Australian 
preference suggestion is already causing difficulty between 
Australia and Canada. 

A more general consideration bearing on Imperial 
preference is brought out by the following figures, which 


show the part played by the Dominions in the import and 
export trade of the United Kingdom :— 





Mr Bruce, of Aus- | 


But Mr | 


$C 


subteentanidesiemnes 1g 


Net Imports—JanvuakRy to Seprenpen. 

1914. 1920. 1921. 1922. 19: 
From— % % o% . 1% 
Europe eee et eeenee 38°6 *. 20°9 ** 25°7 266 


i ccettias, ee .. e .. SOS. ans ae 
Other foreigncountries 159 .. 215 .. 175 200 . 2» 
Dominions .......... 295 .. 21... 303 313... 


BritisH Exports. 
To— 
Europe.......-..006. S48 .. 41 .. 322 .. 39 |. 35) 
U.B.A. .ccccccsessoee TB ... G3 .. 64 .. 76 | 8 
Other foreign countries 166 .. 159 .. 188 16-2 


Dominions eee erent 40:8 ee 36°7 oe 42°6 ; ; 39 3 a - 


These figures show that the Dominions, who proclaim 
their need for preferential treatment in our market have jg 
recent years steadily increased their share of the tota| 
British import trade; while, in spite of the assistance t) 
our exports which the Dominions claim to have given 
through preferential duties, the proportion of our ey. 
ports to Dominions in relation to our total eg. 
ports has steadily declined. 

The importance of the preference given by the Dom. 
nions is frequently exaggerated. Far and away the mos: 
important part of the Empire for our export trade is Ind 
and India gives us no preference. Indeed, India is by 
with a Tariff Board establishing protection against Britis 
exports. Nevertheless, we give India a preference of one. 
sixth of the duties on tea and tobacco, and on any oth 
dutiable product which she sends to us. The self-goverp- 
ing Dominions, with the exception of Newfoundland, ou 
‘*- oidest colony,’’ do grant us varying measures of pre- 
ference ; Newfoundland never has done so. In Austral; 
the preferential tariff was made more favourable to us |) 
1921, and most categories of British goods benefit to th 
extent of from 10 to 15 per cent. in competition wit! 
foreign goods. New Zealand, which also revised its 
tariff in 1921, aims at charging British products tw- 
thirds of the full rate of duty ; this preference affects abou! 
two-thirds of the items in the tariff, and amounts to « 
benefit to us of from 10 to 20 per cent. on the value of t! 
goods which come under it. Canada, which started Im- 
perial preference as long ago as 1897, now has a tarit 
on which British goods get roughly a preference of one 
third of the rates charged on the general tariff. Th 
benefit ranges from 5 to 15 per cent. ad valorem, and ma’ 
be taken as about 10 per cent. ad valorem on the mor 
important classes of British goods. There was a tem- 
porary war extension of the Canadian preference, but the 
has since lapsed. The South African preference amounts 
to 3 per cent. ad valorem. On the whole of our exports 
to the self-governing Dominions the preference amounts 
to an average remission in duties of 1o per cent. 4 
valorem. . 

It must, however, be understood that the Dominions 
have never relaxed their main purpose of giving what 
they consider adequate protection to their own industries 
They reckon Gut what the net duty will be on Britis: 
goods—the full duty less the preferential rebate—an: 
fix the fuli duty sufficiently high to make the net cub 
protective. The tendency has always been for the os 
rates of duty charged upon British goods to advance W! 
every revision in the Dominion tariffs. . 

While it is perhaps wrong to look a gift horse 19! 
mouth, it is nevertheless as well that we should ro 
what these preferences really amount to. The tact - | 
Australia is committed to an artificial stimulation 0! ™ 
manufacturing industries, and with this general = 
preferential treatment of goods of British origin 8!" 
be allowed to interfere. 


try 








IMPERIAL SUPPLIES IN TIME OF WAR. 

SOME people appear to be attracted to the project é' 
Imperial preference mainly by the idea that national -_ 
demands that we should make certain of an — 
supply of foodstuffs from within the Empire in a 
war. In the first place, as we have seen, Mr aes 
proposals do not seriously touch this question, 0 - 

meat and wheat are left out of his programme. at 
who harbour this idea of securing adequate food — 
from: ihe Empire in war time would do well to stue. 


seeat War, 191478 
what happened in the course of the Great War, '9 
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\t the crisis of the war considerations of distance and 
shipping scarcity made it impossible for us to take the 
ae quantities of wheat from Australia znd India, and 
re consequently to take more from countries nearer 
gives" The following table shows the proportion of 
© road wheat supplies obtained from the Empire and 
ign countries before, during, and since the 


our 
from fore 
war .-— 
Wueat Imports INTO UNITED KINGDoM. 
(In Million Cwts.) 

Annual Average. Foreign. Colonial. Total. 
Pre-war period (1904-14) .... 684 .... 478 .... 1162 
War period (1915-18) “eee enee 69-9 eree 35°9 eee. 1058 
Post-war period (1919-22) .. 656 .... 445 .... 1101 


When the great stress of the war came we found it 
necessary to take less from the Empire and more from 
joreign countries, and learnt the danger of relying in 
wartime on supplies from the Antipodes. 

Another main lesson of the war was that we were 
dependent not only on men and food, but also upon raw 
materials and munitions; and for safety in regard to the 
apply of these the only logical policy is to keep open 
‘or ourselves the widest possible field from which to draw 
them. 





“RETALIATION” AND “ TARIFF BARGAINING.” 


Ove of the main claims of the latter-day Protectionists, as 
of the Chamberlain Tariff Reformers, is that the imposi- 
tion of a general tariff would give the British Government 
ower to retaliate against foreign duties which discrimi- 
nated against British exports, and also enable tariff bar- 
gaining to proceed as between the British Government 
Governments. Powers to retaliate are 
usually taken in tariff legislation; bargaining, which is 


and foreign 


quite a different thing, is always open to countries with 
protective tariffs. The important question is whether 
powers of retaliation or means of bargaining ever do 
result in the lowering of hostile tariffs. To this question 
Free-traders and Protectionists give different replies. 
lhe Free-traders point to the history of tariffs, and say 
that no tariff war or exercise of retaliation has ever 
resulted in a real lowering of tariffs. The Protectionists 
say that if there had not existed between States powers 
of retaliation, or of tariff bargaining, hostile tariffs would 
have become higher than they actually did. It is difficult 
to decide between contestants who are arguing on 
diferent planes. But of one thing we can be quite sure: 
despite powers of retaliation and of bargaining, tariffs 
in Protectionist countries tend always to expand. 
One of the most famous tariff wars was that between 
“ermany and Russia in 1893 and 1894. After a struggle, 
tach country made concessions to the other, but, after 
allowing for the concessions, both German and Russian 
‘artis remained much above their pre-war levels. All 
that the war did was to cut off some of the highest peaks 
bse sides. In 1904, in connection with the Tariff 
“orm controversy, a British White Paper was pub- 
me on z ead Wars Between antain European 
ished oe d. 1938). In that White Paper were pub- 
oo. on the tariff wars between France and 
~ 4erland, France and Italy, and Germany and 
Russia, The general result of all those wars was, as we 
“Ve indicated, concessions lowering certain very high 
“uues, but leaving the levels of the tariffs far higher all 
‘ound than they had been. 
a ine Aeration there has been an almost universal 
ie ee = protective tariffs. The year of 
<a Se wae 1921. The tendency has been to 
the higher See of duties in correspondence’ with 
a. evel of prices, and by means of the system 
ee ee for the depreciated currencies 
tariffs, has : | ene Che most important of the new 
a an pene those of the United States, Italy, and 
“show a very great increase in rates of duty. 
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It is of interest to note the effect of retaliation and tarifi 
bargaining in these three instances. The United States 
has retaliated against the British import duty of 334 per 
cent. om motor-cars by raising its own duty against 
British imported cars from 25 per cent. to 334 per cent. 
The imposition of the McKenna duty on foreign motor- 
cars has thus directly led to retaliation against British 
cars by the United States, the result being an advance on 
one side and no reduction on the other. Since the Italian 
tariff was revised upwards in 1921 there have been com- 
mercial treaties between Italy and Switzerland, France, 
and Austria. Some concessions were made, but with 
the invariable result of tariff bargaining: the Italian 
duties remain much higher than they were before revision 
took place. What evidently happens is that the framers 
of a tariff deliberately put certain rates at a higher level 
than they intend to stick to. They use these rates as 
bargaining counters, and buy some concessions for their 
Own country with them. Since both sides do this the 
general level of rates is not appreciably affected by the 
concessions. Tariff bargaining is a game which is very 
well understood by those who are accustomed to it; it is a 
sham fight on both sides. France retaliated against the 
new Spanish tariff of 1921 by putting prohibitory duties 
on Spanish wines. After negotiations these duties were 
lowered in return for concessions, but they still remained 
higher than they had previously been. Quite recently 
France has announced that it is going to denounce the 
treaty with Spain, and go back to the prohibitive duties 
on Spanish wines. 

One thing is very clearly taught by the history of tariffs. 
It is that the general level of tariffs always tends in the 


long run to rise, and that no amount of retaliation or 


bargaining will counteract the inevitable tendency to rise. 
Tariffs are like armaments; they always tend to get bigger 
and bigger, and instead of remaining single-column tariffs, 
have expanded into double-column tariffs (maximum and 
minimum duties or general and conventional duties) 
British exports have with few exceptions, such as motor 
cars to the United States, had the benefit of the lowest 
scale of duties. So far from a lapse into Protection giving 
British exports lowered rates of foreign tarifis (as the 
result of bargaining or retaliation), it is much more likely 
to put them on the maximum instead of the minimum 
tarifi scales. It has been a great thing for our exporters 
always to be assured of most favoured nation treatment. 

Thus neither common sense nor history affords any 
ground for the assertion that it is possible to secure 
greater freedom of trade by putting on tariffs and using 
them for bargaining purposes. Nor have the nations which 
have tended in the direction of Free Trade done so under 
compulsion, but only after being satisfied that the change 
was in their interest. It is sometimes said that Free Trade 
was introduced into this country under the false assump- 
tion that other countries would follow suit. The statesman 
who was chiefly instrumental in bringing Free Trade into 
Great Britain, while believing that other countries would 
be wise to follow our example, was clearly of opinion that 
in any case it was in our interest to remove restrictions. 
Even on this question of retaliation Sir Robert Peel was 
perfectly clear, for in a speech made in 1849 he declared 
in the House of commons that ‘‘ the best way to compete 
with hostile tariffs is to encourage free imports.’’ Mr 
Baldwin, on the other hand, laments that in a world of 
tariff-protected countries Great Britain alone is left in 
‘‘ isolation ’’ with her Free-trade dogma. ‘‘ Isolation ”’ 
for Great Britain means that her ports are thronged with 
the ships of all nations, that she is the banker of the world, 
that her capital is the emporium of Europe for the ship- 
ment and trans-shipment of goods, that there is an open 
market for whatever goods there are for sale, and that in 
return we despatch our products to every quarter of the 
globe. Britain indeed stands alone in one respect; 
she has a larger foreign trade per head than any other 
country in the world. 
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POLITICAL OBJECTIONS TO TRADE RESTRICTIONS. 
STRONG as are the economic arguments on the side of 
Free-trade, there is a still stronger one in its favour, 
because it touches the question of the cleanliness of our 
political life. Even if it could be shown that Protection 
will help to cure unemployment, or make us richer—and 
both contentions are more than difficult to establish—we 
should nevertheless think once, twice, and thrice before 
adopting it, in view of the grave risk that it entails of a 
corrupted atmosphere in our political circles. There is 
already danger enough with one great Party chiefly con- 
cerned with defending property and another chiefly con- 
cerned with attacking it, while Liberalism alone stands 
for security and a fair chance for all. If Protection is 
to be introduced as a definite part of our fiscal system, and 
all the “* interests ’’ learn to come open-mouthed to West- 
minster, hungry for ‘a slice of tariff pie” (as the apt 
American phrase has it), it may have been the fate of an 
entirely honest Prime Minister to have plunged the politics 
of his country in a stinking miasma of corruption. Par- 
liament has been quite enough discredited by the events 
of recent years, and without this added risk there is 
danger that the country, in disgust with its slowness and 
timidity, may turn to some half-baked experiment in 
government which may wreck the solid basis of our con- 
stitutional fabric. If Parliament becomes, as it only too 
easily might under a Protectionist system, a seething 
cauldron of conflicting interests bidding against one 
another for backsheesh at the expense of the consumer, 
this further blow to its dignity might produce results cf 
which no one can foresee the conclusion. 

Besides this enormously important question of political 
honesty there lies the uncertainty in business that would 
inevitably be introduced if the conditions under which pro- 
duction and commerce of this country are to be carried on 
became subject to the whims of Westminster. The last 
few weeks have shown the effect on the value of the 
pound sterling of an indiscretion, pointing towards a 
policy of inflation, uttered by a minor Minister. If we 
lived under a tariff, some hint, right or wrong, blurted 
out by a politician, believed to express the view of the 
Cabinet, might have consequences in the produce markets, 
also on the Stock Exchange, that would cause unearned 
gain or loss to thousands. What the producer and the 
trader want is to be able to rely on carrying out con- 
tracts without more disturbance to their calculations than 
is inevitably involved by the vagaries of nature and the 
whims of consumers. If the possibility of tariff changes is 
added to the already more than sufficient uncertainties of 
business, our organisation of industry will have yet 


another difficulty to fight. The effect on business and on 


the Stock Exchange of the present crisis is a sufficient 
example. As the Morning Post well expressed it in a 
leading article on November 15, the Prime Minister ‘‘ is 
rushing to the assistance of the unemployed, and if a 
lew apple carts are upset in the process, we are sure their 
owners will take into consideration the urgency of the 
case.’’ No doubt they will; but if the Prime Minister’s 
rush only succeeds in upsetting apple carts, and does no 


good to the unemployed, the owners of the apples will be 


justified in deploring the upset. In business circles there 


is a widespread feeling that Government controls, while 
necessary during the war, have been an expensive and 
obstructive nuisance ever since. This notion, applied to 
Protectionist proposals, will make short work of them. 





FREE TRADE—INTERNATIONAL CO-OPERATION. 
Free TRADE is not merely a negative creed, it is also a 
positive doctrine, which sees in increasing exchange of 
commodities the material foundation of international co- 
operation in political affairs. Free Trade is the policy 
of the League of Nations applied to economic affairs. It 
is significant that even before the first assembly of the 
League of Nations met in council it summoned an inter- 
national conference of the forty nations to deal with the 
financial situation of Europe, and that the conference 
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unaminously recommended that ‘ cach 


Country sho 


aim at the progressive restoration of that {; 


Le dom ot Cnr 
merce that prevailed before the war.’’ 

President Wilson's fourteen points, whic! 
given us a very much better world if they | 
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strictly observed, stipulated for ‘‘ the removal. 


\ + 
WOuld } 


» far 
possible, of all economic barriers, and the establishmer: 
an equality of trade conditions among all the nations >, 
senting to the peace and associating themselves {,, 
maintenance.’’ We agreed to the fourtcen points a. th 


basis for peace. Protecting the home market seems ¢ 
a queer way of removing economic barriers. Trade 4, 
tween nations may have been a fruitful cause of Guarr 
and wars, but history exaggerates the importance of th, 
misfortunes, because it says little or nothing of the 
tinuous and ever-increasing influence on the side of pea 
and goodwill—and consequently of prosperity—of thy 
interchange of goods and services, and all the frieng 
personal relations that follow from it between members 

different nations. Tothe British Empire, with its naturs 
liabilities and assets, inviting envy and aitack all ove: 
the world, it is, above all, important that the rest of th 
nations should feel that its existence is an advantage | 
them. If we put ring fences round it, and say that othe: 
people’s goods are to be kept out, we clearly make it ; 
much more difficult thing to defend than when we s} 
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that at least in its richest and most closely populated por. 
tion anybody all over the world who can make goods that 
are good enough for the Englishman to buy will find ; 
free market for them. This fact silent but ever- 
penetrating influence in our favour in the minds of men 
abroad, that our Protectionist friends want to tum 
into envy, hatred and uncharitableness. The sterling b 
on London, known and respected and desired in ever 


is a 


financial centre, has been a most important missionary 
goodwill to England. It has made its world-wide name 
because we traded with all the world. 

In every country there are influences making for th 
removal of trade restrictions in conflict with thos 
narrower and more short-sighted influences in the oppo- 
site direction. In the last two or three years the former 
have been immensely weakened by the action of Great 
Britain in qualifying her adhesion to the principles 0! 
Free Trade. Free Traders and low-tariff men have founc 
it hard to mect the argument that if in the home of Fr 
Trade it is thought right to keep out goods from countries 
with depreciated exchanges by special tariffs, it Is Tigh 
for every country in Europe—though such policy bars t% 
only means by which such depreciation can be corrected. 

A strong stand by Great Britain might do much, ” 
might have done much during the last tew — : 
check the hasty building of tariff obstructions trouy™ 
out Europe. We lost a great opportunity a year ao a 
not making our help to Austria conditional on tarill cot 
cessions by Austria’s neighbours. We shal! lose anothe 
and more important opportunity if, when the time comes, 
we do not make any concessions in regard to reparati’ 
and inter-allied debt contingent upon the removal of re- 
strictions and the lowering of tariffs. , 

Great Britain, and Great Britain alone, can use a. 
ful diplomatic pressure to this end in Europe, and a 
need of European nations for our financial and comme et 
goodwill would lend force to our endeavours, even pi 
no direct financial interest was involved, as in Me ca 
mentioned. aia 

Britain is the traditional home of liberal ideas, 4° © 
such matters it has been our high privilege to lead, 8 
not to follow. The world is in dire need of relic! fro" 
embittered and exclusive nationalism—the most seriou 
aftermath of the war. Mr Baldwin asks us to tum back 


from our clear mission, to abandon our traditions, and to 
follow the bad example of our neighbours, 7 
sake of some heroic remedy of our great probl - 7 hap 
employment, but for a dose of protection, conce <a o 
hazard, of whose effect even its author is uncertan 
Prime Minister has invited the country to sell !ts 
right for a mess of pottage. 
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